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Limited evidence is available on the mechanisms underlying the growth-labour markets-poverty nexus in Latin America. For instance, a World study finds that the increase in men's labour income was higher than that of women's in the 2000s, and that this was the most important factor in lifting households out of poverty, even though World Bank (2013) shows that the increase in the labour force over this period was mainly led by women. Inchauste (2012) reports that jobrelated events were the main escape route from poverty for Latin American households over the same period, and these events included household heads getting a new job, other family members starting to work, and those employed achieving higher labour earnings than before.
Overall, previous studies generally show a positive association between economic growth, improvement in labour market indicators, and reduction in poverty in Latin American countries. However, the tightness of these relationships is not always clear from these studies. Moreover, these regional aggregates mask the heterogeneity at the country level, which implies that little can be said about the underlying mechanisms at play. This paper on El Salvador is one of sixteen case studies which, taken together, will allow us to separate and identify country-specific from region-wide factors in the relationship between the economy's overall performance and labour market outcomes in the decade of 2000s.
Data and methodology
All the statistics in this paper are obtained using microdata from the Encuesta de Hogares de Propósitos Múltiples (EHPM) from 2000 to 2012. These nationwide surveys were incorporated into the SEDLAC-Socio Economic Database for Latin American and the Caribbean (CEDLAS and the World Bank 2014); three of the authors of this paper were involved in this project at CEDLAS (Center for Distributive, Labor, and Social Studies), Universidad Nacional de la Plata in Argentina. The EHPM's sample size has increased over time; it went from 16,046 households and 71,665 persons in 2000 to 21,710 households and 85,636 persons in 2012 (Table 1 ). The EHPM surveys have always been representative of the total population of the country.
For this study, we processed the microdata from El Salvador to construct time series of comparable data for a wide range of labour market and income distribution indicators. The resulting indicators are compiled into a large number of tables and figures, which form the basis for the text that follows.
Several definitions and classifications are used in order to assess whether the labour market has improved or deteriorated. Unemployment is defined as usual, i.e. the share of unemployed people over the economically active population. A person is unemployed if s/he is 15 years old or more and during the reference period (one month in surveys from El Salvador), s/he was without work, available for work, and seeking work. Youths are those between 15 and 24 years old, while adults are those between 25 and 65 years old.
Occupational groups are defined according to the following classification: 1 management; professionals; technicians and associate professionals; clerical; service and sales workers; agricultural, 4 forestry and fishery workers; craft and related trades workers; plant and machine operators and assemblers; elementary and armed forces. El Salvador has made use of the International Standard Classification of Occupations of 1988 (ISCO-88) whose primary categories correspond to the classification systems endorsed by the authors. An improvement in the labour market would be implied by a decrease in the share of low-earning occupations and an increase in the share of highearning occupations.
The occupational position is classified into four categories: employer, wage/salaried employee, selfemployed, and unpaid worker. Given the nature of labour markets in Latin America, the analysis of the employment structure according to occupational positions will identify a decrease of selfemployment and an increase in wage/salaried employees as an improvement in the labour market.
The sector of employment was divided into: primary activities; low-tech industry; high-tech industry; construction; commerce; utilities and transportation; skilled services; public administration; education and health; and domestic workers. When looking at the sectoral distribution of employment, an improvement in the labour market is implied by an increase in the share of the sectors with higher earnings. Turning now to the educational level of employed workers, we define three categories for the analysis: low (eight years of schooling or less); medium (from nine to thirteen years of schooling); and high (more than thirteen years of schooling). An increase in the education level of the employed population is considered as an improvement in the labour market as the share of workers that are expected to receive high levels of earnings increases and the share of workers with low levels of earnings decreases.
We also classify employed workers according to whether they are registered with the social security system or not. We assume that it is better for employed workers to be registered, so an increase in this indicator will be interpreted as an improvement in the labour market.
Labour earnings are expressed on a monthly basis in 2005 purchasing power parity (PPP) dollars, and higher earnings represent an improvement in the labour market. To compute poverty and inequality statistics, we use the per capita household income. Household income is the sum of labour income plus non-labour income; included in non-labour incomes are capital income, pensions, public and private transfers, and the imputed rent from own-housing. We could not construct income variables for 2003 due to the unavailability of income data from self-employment agricultural activities.
Poverty rates are estimated considering the 4 dollars-a-day and 2.5 dollars-a-day international lines. We compute the poverty headcount ratio for each. 2 We also calculate the share of working poor households (those with at least one member employed and a per capita family income below the 4 dollars-a-day poverty line). Income inequality is calculated using the Gini coefficient of per capita household income and labour earnings. However, the country was affected by several negative shocks during these years: the decline in the international prices of its main agricultural products, such as coffee and sugar, the competition of Chinese manufacturing products, mainly textiles, the recession in the US, its main trade partner, and some natural disasters like hurricanes and earthquakes (Monge-Naranjo and Rodriguez-Clare 2009). From 2005 to 2007, the economy of El Salvador accelerated its growth based on the recovery of agricultural prices, the government support to agricultural producers, and private consumption funded by remittances (Osorio 2009; IMF 2015) . The average GDP growth rate was 3.8 per cent during this period. The Salvadoran economy was negatively affected by the international crisis of 2008 due to its strong ties to the US economy (IMF 2010). Remittances, consumption, and exports fell sharply in 2009, leading to a reduction in GDP and GDP per capita of 3.1 and 3.6 per cent respectively. The government implemented some expansionary fiscal measures (Plan Global AntiCrisis) such as cash and in-kind transfers and financial support to local producers (Ministerio de Hacienda 2011). The country began a recovery in 2010, reaching the pre-crisis GDP level in 2011 and the pre-recession level of GDP per capita in 2012.
The share of the agricultural and service sectors in the economy increased between 2000 and 2012, while the share of the industrial sector diminished. The share of the service sector-the country's largest economic sector-increased from 58.1 per cent in 2000 to 61.0 per cent in 2012 (Table 2) . The share of the agricultural sector also grew during that period, climbing from 10.5 per cent to 11.8 per cent. Within the period, the share of the agricultural sector fell from 2000 to 2004 due to the decline in the international prices of the main agricultural products of the country. In the following years, the sector recovered, based on government support to producers and increases in international prices. The share of the industrial sector, on the other hand, diminished during the same period, dropping from 31.4 per cent in 2000 to 27.2 per cent in 2012. The industry sector was affected negatively by the competition from Chinese textile products which led to the decline of the maquila subsector in El Salvador (Monge-Naranjo and Rodriguez-Clare 2009). All three sectors were hit by the international crisis. In 2009, the value added of the industrial sector dropped by 3.3 per cent; the figures for the agricultural and service sectors were 2.9 and 3.1 per cent respectively. The industrial and service sectors returned to pre-recession value added levels in 2011. The agricultural sector recovered more quickly, reaching the pre-crisis value added level in 2010. (Figure 4 ).
The occupational structure of employment improved slightly from 2000 to 2012. The share of workers in low-earning occupations (agricultural, forestry and fishery, elementary, and craft and trade occupations) decreased by 1.5 percentage points and the share of workers in high-earning occupations (management, professionals, and technicians) fell by 0.8 percentage points, which yielded an increase in the share of mid-earning occupations (clerical, services and sales jobs, plant and machine operators, and armed forces). Specifically, the share of services and sales jobs in total employment increased by 4.9 percentage points over the period (Tables 3 and 6) .
From 2000 to 2012, the employment composition by occupational group worsened for young workers and for men, while it improved for adult workers and for women. The rate of employed persons in low-earning occupations increased for young workers by 1.9 percentage points and fell for adult workers by 2.2 percentage points. The rate of workers in high-earning occupations declined for both age groups, by 1.3 percentage points for young workers and 0.9 percentage points for adults. There was, then, an increase in the share of mid-earning occupations for adult workers. The rate at which men were employed in low-earning occupations increased by 0.5 percentage points between 2000 and 2012, while the rate for women dropped by 4.1 percentage points. At the other end of the scale, the share of high-earning occupations in total employment decreased for men by 1.7 percentage points and increased for women by 0.5 percentage points.
The overall trend in the composition of employment by occupational group was not affected by the international crisis of 2008. This holds true when the analysis is broken down by population groups. Figure 5 ).
Between 2000 and 2012, the share of paid employees in total employment-the largest category in El Salvador-was essentially unchanged, increasing slightly from 57.4 to 57.7 per cent. The share of unpaid workers increased from 6.5 to 8.7 per cent. The share of employers and of the self-employed, though, fell from 5.5 to 4.2 per cent and from 30.6 to 29.5 per cent respectively. These changes can be characterized as a deterioration of the employment structure by occupational position: the share of low-earning categories (self-employment and unpaid employment) increased by a total of 1.1 percentage points while the share of high-earning categories (paid employees and employers) decreased (Tables 4 and 6 ).
Between 2000 and 2012, the employment structure by occupational position deteriorated for young workers and for men, improved for adult workers, and remained unchanged for women. From 2000 to 2012, employment in low-earning categories increased for young workers by 8.7 percentage points. The percentage of youth employed in high-earning positions decreased, which means a worsening in employment structure by occupational position over time. The increase in the share of low-earning positions was driven by the rise in the share of unpaid family jobs (increase of 8.3 percentage points), indicating the precariousness of the insertion of young workers into the labour market. For men, the rate of workers in low-earning positions grew by 1.6 percentage points during the period studied, which means that the employment structure by occupational position worsened over the period for this population group. Among adults, though, the rate of workers in low-earning positions decreased by 1.4 percentage points, which means an improvement in the structure of employment by occupational position for adults. The shares of low-and high-earning positions in total employment remained largely unchanged for women workers (increase and drop of 0.2 percentage points respectively).
Among adult workers and women, a deterioration in their employment structure by occupational position set in with the international crisis of 2008. In the case of young workers and men, the crisis simply meant a continuation of pre-existing worsening trends. Between 2008 and 2009, the rates of workers in low-earning positions increased for adult workers and for women by 1.8 and 0.8 8 percentage points respectively. This increase can be understood in the context of increasing unemployment during the Great Recession. Economic necessity may have compelled adult workers and women to take up free-entry self-employment activities. The share of low-earning positions in total employment began a downward trend in 2010 and 2011 for adult and women workers respectively, and these low-earning shares reached their pre-crisis levels by 2012. Among young workers and men, the pre-existing worsening trend in employment structure by occupational position continued during the international crisis of 2008.
The employment composition by economic sector improved slightly over the period studied overall and for adult workers and men, while there was a slight deterioration for young workers and an improvement for women. The international crisis of 2008 brought these trends to a standstill (Figure 6).
From 2000 to 2012, the share of workers in low-earning sectors (primary activities, domestic service, and low-tech industries) dropped from 39.0 per cent to 36.3 per cent. This reduction was driven by the decline in the share of the low-tech industry sector (drop of 3.4 percentage points over the period), which was affected negatively by the competition from Chinese textiles. The primary activities sector exhibited a decline in its share of total employment from 2000 to 2003, when the international prices of Salvadoran agricultural products were falling. In the following years, the primary activities sectors recovered and ended the period with a slight increase in its share of total employment. The share of workers in high-earning sectors (public administration, skilled services, and utilities and transportation) also decreased, though only slightly during the period, from 14.6 per cent in 2000 to 14.4 per cent in 2012 (Tables 5 and 6 ). As a result, the share of workers in midearning sectors like education and health, and commerce grew between 2000 and 2012.
The composition of the employed population by economic sector improved over the period for women, improved slightly for adults and men, and suffered a slight deterioration for young workers. The shares of low-and high-earning sectors in total employment declined among young workers, by 1.9 and 2.5 percentage points respectively. These changes are characterized as a slight deterioration in the structure of employment by economic sector for young workers due to the larger reduction in the share of high-earning sectors compared to low-earning sectors. Adult workers exhibited a reduction in the share of low-earning sectors (drop of 2.4 percentage points), while the share of high-earning sectors was essentially unchanged. These changes are interpreted as a slight improvement for adult workers. Among male workers, the shares of low-and high-earning sectors fell by a similar magnitude (drop of 1.0 percentage point). Finally, women experienced an improvement in their composition of employment due to a reduction in the share of low-earning sectors (drop of 5.1 percentage points) and an increase in the share of high-earning sectors (rise of 1.2 percentage points).
During the international crisis of 2008 the trends described above stalled. Between 2008 and 2009, the share of low-earning sectors in total employment stopped decreasing in the aggregate, for young and adult workers and for men, while it continued with the downward trend for women. Construction and low-tech industry, mid-and low-earning sectors respectively, were the sectors that suffered the largest reductions in their shares of total employment during the international crisis.
The increase in the share of the primary activities sector driven by the increase in international food prices kept the share of low-earning sectors in total employment unchanged. The share of highearning sectors was largely unchanged for all population groups. Women resumed the improving trend in their employment composition by economic sector in the post-crisis period. Young and adult workers and men had not recovered their pre-recession shares of low-and high-earning sectors by 2012.
The educational level of the employed population improved over the period, overall and for all population groups, though the improvement was particularly dramatic among young workers. The educational levels of young workers and of men deteriorated during the international crisis ( Figure 7 ).
The share of employed workers with low educational levels (eight years of schooling or less) dropped from 60.9 per cent in 2000 to 51.7 per cent in 2012, while the share of employed workers with medium and high educational levels (nine to thirteen years of schooling and over thirteen years of schooling) grew from 28.6 per cent in 2000 to 36.4 per cent in 2012 and from 10.6 per cent to 12.0 per cent respectively. 3 We interpret this result as an improvement for the employed population as the level of education is an important predictor of labour earnings. Consequently, the changes in the employment structure by educational level implied an increase in the share of workers that tend to have high levels of earnings and a decline in the share of workers with low levels of earnings. 4 While the educational level of the employed population improved for all population groups, that improvement was particularly dramatic among young workers. For the youth population, the share of employed workers with low educational levels decreased from 56.7 per cent in 2000 to 44.5 per cent in 2012. The share of young workers with medium or high educational levels grew from 38.4 to 50.1 per cent and from 4.9 to 5.5 per cent respectively. The share of adult employed workers with low educational levels fell from 59.8 to 50.6 per cent, while the share with medium and high educational levels increased from 27.1 per cent in 2000 to 34.8 per cent in 2012 and from 13.1 to 14.6 per cent respectively. Between 2000 and 2012, the share of employed men with low educational levels fell from 62.1 to 52.7 per cent, and the share with medium and high educational levels increased from 28.6 to 37.0 per cent and from 9.3 to 10.3 per cent respectively. Finally, the share of employed women with low educational levels fell from 59.1 to 50.3 per cent, while the share with medium and high educational levels grew between 2000 and 2012 from 28.5 per cent to 35.5 per cent and from 12.4 per cent to 14.3 per cent respectively.
The international crisis of 2008 had a negative effect on the educational levels of young and male employed workers, but no effect on the educational levels of adult or female workers. The shares of young and male employed workers with low educational levels increased between 2008 and 2009 by 2.3 and 1.2 percentage points respectively, while the shares with medium educational levels declined by 2.9 and 0.8 percentage points respectively and the shares with high levels of education remained essentially unchanged. A possible explanation for this worsening in the employment structure by educational level can be found in the previous evidence of increasing unemployment and worsening employment structure by occupational position during the international crisis. Better educated workers could afford to remain unemployed during the crisis, while the less educated workers were compelled by economic necessity to take up free-entry self-employment activities or unpaid family work. In 2010, both population groups returned to their pre-crisis levels of education. The international crisis did not have an adverse effect on the educational levels of adult or women employed workers. The social security system in El Salvador comprises both contributory and non-contributory schemes. Specifically, the pension system is organized under four regimes (Martínez Franzoni 2013) . First, the Sistema Público de Pensiones is ruled by the Instituto Salvadoreño de Seguridad Social (ISSS). Currently, it only covers public workers who decided to remain in the public system after the reform that privatized the pension system in 1998 (Rubio and Valencia 2010) . Second, the individual capitalization system is mandatory for wage/salaried employees and voluntary for self-employed workers. It is funded by employers' and employees' contributions. Third, the Bienestar Magisterial regime provides mandatory insurance to teachers of private and public schools and it is funded by the Ministry of Education and teachers' contributions. Fourth, the Instituto de Previsión Social de la Fuerza Armada is mandatory for members of the armed forces. A non-contributory pension scheme was introduced in 2008 with the Pensión Básica Universal that is granted to people aged 70 and above living in extreme poverty. This pension is also combined with the Programa de Atención Integral a la Persona Adulta Mayor that grants health care for elders living in poverty. The health system in El Salvador is organized in three systems: public health, social insurance, and private services. The benefits that each system provides are highly stratified. Social security provides better quality services than those run by the public health system, while private services is reserved to high income earners.
Social security records show a reduction in the percentage of employed workers registered with the contributory scheme of the system between 2000 and 2012, from 31.1 per cent in 2000 to 27.7 per cent in 2012. The bulk of the reduction took place during the international crisis of 2008. Between 2000 and 2008, the share of workers registered with the social security system was essentially unchanged. In 2009 alone, the share declined by 2.1 percentage points; this decreasing trend continued through the end of the period studied.
While the rate of registration with the social security system dropped for all population groups, the decline was greater for young workers and women. Among youth, the percentage of registered workers dropped from 26. (Table 6 ). The declining pattern occurred despite the positive growth rates in most of the years analysed and was more accentuated in the second half of the period under study. The reduction in labour earnings was -0.4 per cent annually between 2000 and 2007 and -2.6 per cent a year from 2008 to 2012. Hourly wages followed a similar declining pattern over the period (Table 7 ). The reduction in hourly wages can be explained by the low level of minimum wages in El Salvador and their slow adjustment in comparison with the inflation rate. In 2008, the cost of a basic basket of food could not be covered by two minimum wages (Rubio and Valencia 2010) . Our previous evidence of increasing share of low-earning occupations in total employment, increasing share of unregistered workers, and decreasing shares of high-earning occupations and sectors provides a possible explanation for the pattern of declining average labour incomes over the period. As the employment categories that typically obtain low levels of earnings gain share in total employment, average labour income decreases. However, as explained below, labour incomes fell for each employment category.
Labour earnings of all population groups and employment categories decreased between 2000 and 2012, with greater percentage losses in labour earnings for high-earning than for low-earning categories. From 2000 to 2012, labour earnings dropped by 25.2 per cent for men and 28.2 per cent for women. The drop was 22.6 per cent for young workers and 24.5 per cent for adults. The loss of labour income for workers in low-earning occupational groups was 19.7 per cent from 2000 to 2012. The figure for workers in high-earning occupations was 30.0 per cent. The average reduction in labour income was similar between low-and high-earning occupational positions (drop of 24.0 per cent). The reduction in labour income between 2000 and 2012 for low-earning economic sectors was 10.5 per cent, while for high-earning economic sectors the drop during the same period was 26.6 per cent. When broken down by educational level, changes in labour income were larger for workers with high educational levels. The reduction was 22.5 per cent for workers with low levels of education, 33.4 per cent for workers with medium levels of education, and 35.6 per cent for workers with high levels of education.
The evidence of larger labour earnings reductions for workers with high educational levels compared to those with medium and low educational levels can be interpreted in light of previous findings of slight improvement in the employment structure by occupational group and economic sector over the period. In El Salvador, the slight improvement in the employment structure by occupational group and economic sector implied an increase in the share of occupations and sectors that can be expected to employ workers with medium educational levels, such as services and sales, armed forces occupations, commerce, and education and health sectors, and a reduction in the share of occupations and sectors that employ workers with low educational levels, such as craft and related trades jobs, agricultural, forestry and fishery occupations, and low-tech industry sectors. This evidence indicates that the demand for workers with medium educational levels relative to those with low and high educational levels increased between 2000 and 2012. On the other hand, the educational level of people in the labour force improved over the same period, indicating an increase in the relative supply of workers with high and medium levels of education (Table 8 ). The prediction of a supply and demand analysis is that the relative wages of workers with medium educational levels relative to those with low and high educational levels will rise or fall depending on which effect dominates (increase in the relative demand versus increase in the relative supply). In the Salvadoran labour market the relative wages of workers with high and medium educational levels relative to those with low educational levels fell over the period, and the relative wages of workers with high educational levels relative to those with medium educational levels also decreased ( Table 7) . The adjustment process also led to an increase in the unemployment rate of all educational groups that was larger among workers with high levels of education (Table 9) . 
The poverty rate fell, albeit erratically, over the period studied for all poverty lines used. The rate of working poor households also decreased. Poverty rates increased in 2008, perhaps as an early effect of the crisis (Figure 10).
The poverty rate measured by the 4 dollars-a-day international line fell from 41.4 per cent in 2000 to 34.8 per cent in 2012; the poverty rate based on the 2.5 dollars-a-day line dropped from 23.8 per cent to 14.7 per cent over the same period. The percentage of working poor households (defined as the proportion of persons in the population living in poor households, defined according to the 4 dollars-a-day international line, where at least one member works) also decreased from 29. 
Household per capita income and labour earnings inequality decreased between 2000 and 2012. While the international crisis of 2008 led to an increase in labour earnings inequality, the country recovered in the following years (Figure 12).
Between 2000 and 2012, the Gini coefficient of household per capita income fell from 0.513 to 0.418. The Gini coefficient of labour earnings among employed workers declined from 0.504 in 2000 to 0.470 in 2012. The reduction in labour earnings inequality is in keeping with the fact that earnings suffered a larger reduction for high-earning categories compared to low-earning employment categories. However, it is interesting to notice that earnings declined for all the categories. Consequently, the reduction in labour earning inequality occurred at the expense of income losses. A year-by-year analysis shows that the inequality of household per capita income had an almost steady declining trend over the period with the exception of 2008, when it rose perhaps as an early effect of the crisis, and after which the downward trend resumed. The Gini coefficient of labour earnings exhibited a similar trend, with an increase in 2009. After the international crisis, a declining trend began that was interrupted in 2012.
Changes in household per capita income inequality in El Salvador have been related mainly to changes in labour income. Azevedo et al. (2013b) decomposed the change in the Gini coefficient of household per capita income for the period 2000-10 and found that changes in labour incomes contributed the most to the inequality reduction over this period (the Gini coefficient of household per capita income decreased from 0.513 to 0.445 between 2000 and 2010). Changes in non-labour incomes, such as government transfers, and demographical changes, like the share of adults per household, were also inequality reducing. Other studies have analysed the factors behind the evolution of labour income inequality. Azevedo et al. (2013a) used a decomposition approach and found that changes in the education wage premium (or the 'price effect') were inequality reducing, while changes in the distribution of the stock of education (the 'quantity effect') were inequality increasing in El Salvador between 2000 and 2009. Gasparini et al. (2011) found large fluctuations in the gap between the wages of skilled workers (those with complete or incomplete college education) and unskilled workers (those who have completed secondary education or less) in El Salvador between 2000 and 2007, with a similar level at the end of the period compared to the beginning. The authors claim that this pattern is consistent with a volatile but roughly constant relative demand for skilled labour over the period.
Conclusions
By Poverty indicators fell over the period studied and household and labour income inequality also decreased.
The international crisis of 2008 had an adverse effect on most labour market indicators. The unemployment rate increased during the crisis and returned to pre-crisis levels in 2012. The employment structure by occupational position worsened during and after the crisis and pre-crisis levels had not been reached by the end of the period studied. The composition of employment by economic sector deteriorated during the international crisis, though the pre-crisis level had been reached in 2010. The bulk of the reduction in the percentage of workers registered with the social security system took place during and after the international crisis of 2008. Labour incomes continued the pre-existing downward trend during the Great Recession. Finally, while poverty and inequality indicators increased during the crisis, the subsequent downward trend set in almost immediately.
Young workers had worse labour market outcomes over the period compared to adults and were more vulnerable to the international crisis. Men experienced worse labour market outcomes compared to women, and suffered more from the negative impacts of the international crisis. The unemployment rate was higher for young compared to adult workers, the shares of young employed workers in low-earning occupations and economic sectors were larger than the shares of adult workers, the percentage of young workers registered with the social security system was lower when compared to adults, and labour earnings of young workers were below those of adults. In addition to the generally inferior situation of young workers in the labour market compared to adults, youth labour market indicators were more adversely affected by the episodes of crises. The youth unemployment rate increased by more than the adult unemployment rate, the shares of workers in low-earning occupations and positions increased for young workers, while they decreased for adults, and the share of registered workers decreased more for young workers than for adults. Disaggregating by gender, we found that women had better labour market outcomes than men, with the only exceptions being the share of workers in low-earning positions that was larger among women and labour earnings that were higher for men. Moreover, men were hit hardest by the international crisis, as the unemployment rate and the shares of workers in low-earning occupations and positions increased more among men.
In summary, slow economic growth during the 2000s resulted in mixed changes in labour market conditions for Salvadoran workers. 
